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E.O. 11652: N/A 

TAGS: EAID, EGEN, EG, IT 

SUBJECT: ASSISTANCE TO EGYPT: ITALIAN LOAN 

1 . MINECON U/SEC GAMAL EL NAZER, WHO HANDLES BILATERAL 
ASSISTANCE PROGRAMS, INFORMES US THAT HE AND MINECON EL SAYEH 
WILL BE IN ROME IN NEXT FEW DAYS TO DISCUSS $40 MILLION LOAN 
FROM ITALY THAT HAS BEEN IN THE WORKS FOR SOME TIME. HE SAYS 

GOE HAS REACHED A DECISION NOT TO USE THE LOAN FOR REHABILITATION/ 
EQUIPEENT OF SUEZ CANAL RAILWAY, AS HAD EARLIER BEEN ANNOUNCED, 
BUT WILL APPLY IT TO IMPORTS OF COMMODITIES (WHICH USUALLY 
MEANS CONSUMABLES) AND CAPITAL GOODS. 

2. EL NAZER GAVE IMPRESSION THAT THIS DECISION REFLECTS 
EGYPTIAN DESIRES. HE SAID GOE HAD "REFUSED" TO USE THE MONEY 
LIMITED OFFICIAL USE 
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FOR RAILROAD PROGRAM. 

3. COMMENT. ITALIANS MAY NOT BE TOO HAPPY WITH THE ABOVE, 

BOTH BECAUSE THEY WOULD PREFER PROJECT-TYPE LOAN UTILIZATION 
AND, BECAUSE ARE STILL MIFFED AT BEING LEFT OUT OF IBRD'S 
CONSULTATIVE GROUP ON EGYPT, THEY ARE NOT INVOLVED IN BALANCE 
OF PAYMENTS ASSISTANCE - AT LEAST UP TO NOW. ITALIAN EMBASSY 
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HERE SAYS GOI WILL RESIST EGYPTIAN 

PROPOSAL, MUCH PREFERING A FACTORY TO COMMODITIES, BUT IS WILLING 
TO DROP RAILROAD IDEA. IN PRIVATE CONVERSATION, EL NAZER SAID 
EGYPTIANS HOPED TO GET HALF IMPORTS AND HALF PROJECTS OUT OF THE 
ITALIAN LOAN. 

ETI.TS 
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